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1FEDERAL HOME LOAN BANK BOARD
Proposed new or revised regulations implementing provisions of the Competitive 
Equality Banking Act of 1987 (PL 100-86) have been issued by the FHLBB (see the 
10/20/87 Fed. Reg., pp. 39076-154). Comments on the proposed rules will be 
accepted until 11/19/87 and public hearings have been scheduled by the FHLBB for 
11/3-4/87. The regulations were adopted at Board meetings held 10/2/87 and 
10/5/87. Included in the proposal are rules governing: minimum capital
requirements; troubled debt restructuring; generally accepted accounting 
standards; regulatory forbearance; appraisal standards; classification of assets; 
the qualified lender test; and, a policy statement establishing guidelines for the 
processing of applications filed with the Board. The proposal also includes a 
requirement that all FSLIC-insured thrifts be required to "phase-in" to GAAP 
beginning 1/1/89 to 12/31/93, "at which time insured institutions would be 
required to report virtually all components of regulatory capital in accordance 
with GAAP." Under a section entitled "Troubled Debt Restructuring," the FHLBB has 
proposed to adopt a rule and statement of policy to clarify that insured 
institutions "have been permitted and may continue to" account for troubled debt 
restructurings in accordance with GAAP. The proposed rule states that the Bank 
Board permits institutions to restructure troubled loans in compliance with 
Statements 5 and 15 of FASB and to account for the effects of such restructurings 
as provided in those statements. The public hearings will cover all of the FHLBB 
proposals and will take place at the Board's Amphitheater, located at 1700 G 
Street, N.W., Washington, DC. The hearings will be held from 9:30 a.m. to 5:00 
p.m. each day.
TREASURY. DEPARTMENT OF
Amendments to the Statement of Procedural Rules relating to written protest 
procedures to obtain appeals consideration of the findings of field examinations 
have been issued by the IRS (see the 10/16/87 Fed. Reg.. pp. 38405-07). According 
to the IRS, the amendments "simplify the protest procedures." The amendments 
provide for a written protest if the total amount at issue for any taxable period 
exceeds $10,000, instead of the present $2,500. In addition, the IRS said, "In 
lieu of a written protest, a brief written statement of disputed issues will be 
required for field examinations if the total amount at issue for any taxable 
period exceeds $2,500 but does not exceed $10,000. No brief written statement of 
disputed issues or written protest is required to obtain an appeals office 
conference in office interview and correspondence examinations." The amendments 
are effective 10/16/87. For further information after reading the notice, please 
contact George Bradley at the IRS at 202/343-0231.
Circumstances under which payors who failed to make the due diligence mailings on 
their pre-1984 accounts or instruments may obtain administrative relief from the 
penalty will be described in temporary regulations that will be issued "in the 
near future," according to IRS Notice 87-71. The penalty is imposed by Internal 
Revenue Code section 6676(b) for filing an information return for the 1988 or a 
subsequent calendar year with respect to a payment of interest, dividends, 
patronage dividends or original issue discount with a missing or incorrect 
taxpayer identification number. The notice states the penalty will not be imposed 
on a payor for an information return filed for 1988 or a later year if, "with 
respect to all pre-1984 accounts or instruments. . . of payees who have not 
previously certified, under penalties of perjury, that the taxpayer identification 
number furnished to the payor is the payee's correct taxpayer identification 
number, the payor complies with the mailing rules as described in the questions 
and answers on due diligence under section 35a.9999-1." The payor must make the 
2separate mailing on or after 10/26/87 and before 1/1/88, and the nonseparate 
mailings beginning after 12/31/87. These mailing rules on backup withholding due 
to an incorrect taxpayer identification number (LR-07-84) will be published 
shortly, the IRS noted. Notice 87-71 is scheduled to appear in Internal Revenue 
Bulletin 1987-44, dated 11/2/87. If additional information is needed after 
reading the Notice, contact Renay France at 202/566-3829.
SPECIAL: GAAP AND RAP SUBJECT OF ROUNDTABLE DISCUSSION
The question of whether it's appropriate to have different accounting bases at 
different times and for different purposes was discussed at a 10/8/87 roundtable 
comprising regulators, industry representatives and leaders of the accounting 
profession (see the 10/12/87 Wash. Rpt.). The discussion, held in Washington, 
addressed the purpose and objectives of regulatory accounting principles (RAP) and 
generally accepted accounting principles (GAAP), as well as the implications of 
maintaining two bases of accounting, particularly as to the effect on public 
perception. AICPA President Philip B. Chenok said that there is no evidence of a 
widespread lack of confidence in published financial statements. U.S. financial 
reporting is "useful and appropriate, in fact GAAP is useful and appropriate," he 
said. "Accounting shouldn't be used as a tool to solve problems; it should be 
used to identify problems," Mr. Chenok said, adding that proposals have been made 
which are not designed to reflect underlying financial conditions, but were 
designed to achieve other kinds of objectives. "We need to develop principles 
that comport to reality," he stated. "My bias is that if accounting is 
appropriately drawn and neutral, there should not be accounting for different 
purposes," Mr. Chenok said. Noting that "economic facts must remain in financial 
statements," U.S. Comptroller General Charles Bowsher said that the need for 
financial integrity predicated the need for the continuation of a single set of 
standards. If there are too many "yardsticks," then that integrity will be lost, 
he added. FHLBB Member Lawrence White said, "GAAP is simply inadequate. It is 
the wrong gauge in a world of fluctuating prices and interest rates. We'd be 
better off having one standard that everybody can adhere to." Strongly advocating 
mark-to-market accounting, Mr. White added that the investing public "needs a 
standard across the board" for all companies to use. GAAP needs improvement, 
acknowledged Dennis R. Beresford, chairman of the Financial Accounting Standards 
Board, but its one strength "is trying to provide useful information to 
investors." GAAP, he added, "has a common focus while RAP has no common focus." 
Henry Peltz, vice president, Keith Bruyette & Woods, a New York-based firm 
specializing in analysis of financial service institutions, noted "there is 
nothing contradictory about having two sets of statements in the same 
industry... the statements are designed 'for different purposes.'" In sum, 
Comptroller General Bowsher acknowledged that "GAAP is not perfect," but "using 
RAP to hide economic facts is not supported by anyone here."
SPECIAL: TAXPAYERS' BILL OF RIGHTS INCLUDED IN SENATE FINANCE RECONCILIATION PACKAGE
A revised taxpayers' bill of rights measure was recently introduced by Senate Finance 
Committee member David Pryor (D-AR) and was included in the Finance Committee's 
budget reconciliation package. The "Omnibus Taxpayers' Bill of Rights Act," was 
re-introduced on 10/8/87 as S. 1774 by Sen. Pryor, with 11 of his Finance 
Committee colleagues and 40 other senators as co-sponsors. In Finance Committee 
action on 10/16/87, the bill was attached to a measure that, upon floor 
introduction, will become the "Omnibus Budget Reconciliation Act of 1987." Pryor 
said S. 1774 is "new and improved" because it provides additional protections not 
included in the earlier bill (S. 604) and because it corrects some of the
technical problems brought to light in meetings with representatives of, among 
3other groups, the AICPA. The new measure provides additional protection by 
requiring the IRS to support and explain the penalties it assesses against 
taxpayers and establishes a new Assistant Commissioner of Taxpayer Services, who 
would be required to report to the Congress on the state of taxpayer services. 
Further, the bill provides that the IRS state separately on all notices it sends 
to taxpayers the amount of the deficiency, interest, and penalties, as well as the 
reason for the tax bill. In addition, S. 604 proposed that the burden of proof be 
shifted from the taxpayer to the IRS in civil proceedings. That provision has 
been replaced by a new provision in S. 1774 which applies the standards of care 
currently required of taxpayers in the Tax Code and regulations to the IRS and its 
employees. If an IRS claim against a taxpayer proved to be unreasonable, the 
taxpayer would be able to recover the costs of defending himself. In cases where 
the IRS acts in careless, reckless, or intentional disregard of statutes and 
regulations, taxpayers would be able to recover actual damages from the Service. 
An identical measure, H.R. 3470, was introduced on 10/13/87 by House Ways and 
Means Committee member Ronnie Flippo (D-AL). Rep. Flippo’s measure was not 
included in the Ways and Means budget reconciliation package. Therefore, the 
taxpayers' bill of rights provision will be considered by House and Senate 
conferees, who will be appointed to reconcile differences between the House and 
Senate versions of the budget reconciliation legislation.
In a related matter, the AICPA recently announced its support for the concept 
The AICPA's Tax Division 
enactment of legislation 
The AICPA press release 
as a written statement of 
IRS initiatives which we
of legislation to enact a taxpayers' bill of rights. 
Executive Committee voted on 9/29/87 to support the 
designed to promote and protect taxpayers' rights, 
stated, "We recognize that some of these issues, such 
taxpayer-appeals rights, are the subject of recent
support. We will continue to analyze and comment on these and other proposals in 
furtherance of the goal of meaningful legislation in this important area."
For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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